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4 )
INTRODUCTION

* This Submission is made in terms of Section 3(2)(b)(ii) of the
Financial and Fiscal Commission Act 99 of 1997

 Response on the PCHS’ request

— Requested the Commission to participate and comaoretite Human
Settlements vote

« The DoHS has five key strategic programs for 2013/14 fina
year

— The implementation of the revised Finance-Linkatividual Subsidy
program

— Implementation of the management of the Rectificaprogram
— Focus on the municipal accreditation program
— Improving the delivery of the social and rental siog

1-Better and improved intergovernmental collaboratind coordination

<
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POLICY ENVIRONMENT

* Recent policies include:
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— National Upgrading Support Program - to assist provinces|and
municipalities in their efforts to upgrade informal settlements

— Outcome 8 — with emphasis on the upgrade 400 000
households living in informal settlements over the next
years from 2010

— The National Development Plan - more efficient land use gnd
compaction
— A new housing guarantee scheme - targeting households

earning between R3501 - R15 000 per month to find a newjly
built house for sale costing R300 000 or less

Briefing to the Portfolio Committeeson Human Settlements 4 /




g BUDGETANALYSIS AND PERFORMANCE

~

* Four key programs used by the DoHS to deliver services
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. ™
CONTINUES...

 More than 95 percent of budget is allocated to a4
responsible for:

— Management of public entities, provinces and
municipalities

— Acceleratiol of delivery of housing anc humat

settlements through HSDG, USDG, RH#8A&d transfers to
public entities

— Improvement of access to housing finance through
collaborations with the private sector

nsurlng equal access to housing finance — monitoring the
1( lending practices of the financial sector
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~ )
PROGRAM 4 - SUB-PROGRAM

« HSDG has accounted for 68%, 67% and 68% of total funding |in
2009/10, 2010/11 and 2011/12 respectively in program 4
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PERFORMANCEBETWEEN 2009/1@2011/ﬁ

e Overall spending across all programs is improving

Programme A NI Mii2
Adminiraion B79% M T4
Hemas Scllemenl= Policy, Siraleqy and

Plnning . BA% B 66.0%
Programme Delivery Support BI%  T64%  96.7T%
HowsigDerchpmentFiance mE% WM 6%
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SPECIFICPROGRAMPERFORMANCE..

X

Some programs are showing inconsistent performance

Spending on program 1 improved from 67.9% In
2009/10 to 85.3% in 2010/11 but decreased to 7/4.85
2011/12

— Under-spending in 2009/10 and 2010/11 is attributed to delays
In securing additional buildings and vacancies

— For 2011/12 under-spending is attributed to delays In
mmrefurbishment of the offices and the moratorium on the filling
T of non-critical posts
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SPECIFICPROGRAMPERFORMANCE..
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Spending on program 2 decreased from 73.4% In
2009/10 to 63.5% in 2010/11 and slightly improved t
66.0% in 2011/12

— Under-spending in 2009/10 is attributed to:

» Delays in printing the Housing Code and under-expenditure
on personnel-related costs as result of vacancies

e moratorium on filling of non-critical posts
e research project not completed as anticipated
e cost-saving measure from reduced travel and subsistence
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SPECIFICPROGRAMPERFORMANCE..
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 There has been a gradual improvement of spending on prog
from 58.2% in 2009/10 to 76.4% in 2010/11 and 97% in 2011/1

* Under-spending in 2009/10 was a result of:

non-utilisation of funding provided for the community oggich program,

— cost-saving measures introduced (which reduced travel sutgistence

expenditure)
reduced costs associated with not filling vacancies

am
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4 )
PERFORMANCEOF KEY GRANTS-HSDG

« Overall spending of the HSDG has improved drasyiaaler the period
standing at 99% in 2009/10, 97% in 2010/11 and 9820011/12

7% spending on HS DG over 200091 02011112
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PERFORMANCEOF KEY GRANTS-HSDG

b

* |In Limpopo spending decrease from 100% in 2009910 t
92% In 2010/11 and to 83% in 2011/12, attributed to
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« Spending performance in EC and Limpopo Is decrgasin

* |In EC expenditure decreased from 100% in 2009/10 to
92% In 2010/11 and 82% in 2011/12

* Due to the lack of capacity and cash flow problems

« unavailability of bulk infrastructure and serviced land

« delayed payment of contractors due to less frequent payments
by Provincial Treasury

pmslow registration of transfer documents by Deeds Office

q
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PERFORMANCEOF KEY GRANTS-HSDG
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Fragmented grants within the built environment affects housin
delivery (reasons for under-spending HSDG in 2011/12 in
Limpopo province was unavailability of bulk infrastructure)

— There is a need to align and sequence these grants

Provincial transfers not always made on time (under-spending

2011/12 in the EC and Limpopo include cash flow problems and

less frequent less frequent payments by Provincial Treasury)

DoHS intends to assign the housing function to at least six me

1W014 to address some of the spending performance problems

8
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a )
PERFORMANCEOF KEY GRANTS- RHIG

 RHIG was introduced in 2010 to assist with achieseim
of universal access to water and sanitation by 2014

— As a result of high levels of backlogs in water and sanitation in
most rural

* President proclaimed the transfer of sanitatiorctiom
from DWAF to DoHS to integrate human settlements
delivery
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a )
PERFORMANCEOF NEW GRANTS-RHIG

e Since its introduction, the RHIG has not performed well

Hranad Year Totd Alocation RO00 Tod Soedng | Seeding a a
2000 Paoatage d Tod
Alocatian
201011 100 66.7 (by MVar 2011) 66. 7%
2011/12 23 187 (by Mer 2012) 2.8%
2012/13 3406 (4P5redued by 138) 61 (by Jan2013) 17.%

1-09 Nationd Treasury andthe Depatrrent of Huen Settlements
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a )
PERFORMANCEOF NEW GRANTS-RHIG

e In February 2011 spending was 11% but by March 2011 an
additional 55.1% of allocated funds had been spent

 This implies a spending of additional 55.1% (R52 m) in a peripd
of just one month
— There is potential for fiscal dumpi

* Under-spending continued in 2011/12 where overall spending|by
March 2012 was at 72%, by February 2012 spending was at 31 %
but by March spending was 72.8%

* In 2012/13, RHIG allocation was reduced by R138 m to R340/m
o Spending by January 2013 amounted to R61 m (17.9%)

i
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PERFORMANCEOF NEW GRANTS- USDG

~

This grant was introduced in the 2011 MTEF for metio improve the

efficiency and coordination of investments in thettenvironment

Municipality

Buffalo City

Nelson Mandela

Mangaung
Ekurhuleni
City of JHB

City of Tshwane

EThekwini

City of Cape Town

Total

Total R’000

2011/12
423 446
502 626
411995
1094 276
1 027 970
891081
1091 574
824 030
6 266 998

Spent by 31/03/2012
796 99 19%
314922 63%
163 153 40%
504 305 46%
470176 46%
349 874 39%
558 323 51%
287 972 35%
2728 424 44 %

Total R’000

2012/13
499 474
592 870
485 %7
1212537
1290748
1051070
1287560
971 980
7392 206

Spent by 31/01/2013

111 862
226 135
244 416
455 922
273 624
460 938
274 801
344 867
2 392 565

22%
38%
50%
38%
21%
44%
21%
35%
45%

urce: Department of Human Settlements AriRaplort (2011/12) and the National Treasury
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PERFORMANCEOF NEW GRANTS 2

USDG

By 31 March 2012 only R2.7 b (44%) was spent o (
total allocation of R6.2 b

— Only Nelson Mandela and eThekwini metro having spent 1
that 50 % of their allocations (with 63% and 51%
respectively

e Poor performance continued in 2012/13 as spending
January 2013 remained at 45%

— with only Mangaung having spent 50% of allocateddiiwhile eThekwini
and City of Johannesburg spent only 21% of tHkications.

f
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g ANNUAL PERFORMANCEPLANS AND

~
OuTCOMES2009/102012/13

Housing units
planned/deliver

ed

Housing units
planned

No of houses
completed &
construction

Target shortfall

2009/10 2010/11 2011/12 2012/13

250 000 220 000 220 000 130 000
(projected)
161 854 121 879 120610 72 223
(current)
(88 146) (98 121) (99 390)
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CONTINUES...

« The DoHS has not reached its targets of residential housing units
delivery despite 100% spending on the HSDG
— The Commission has attributed this to either targjedt are set too

high or inadequate funding
— The Commission therefore has recommended that xdid8ld review it
yearly targets taking into account unit costs, lawe funding, capacity anc

past performance
« The Commission has been unable to make assessments on other
performance indicators due to unavailability of data on targets in

the Annual Reports
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g ANNUAL PERFORMANCEPLANS AND\

OuTCOMES2013/142015/16

« Strategic and APPs support current housing policies and goal$

Indicator 2013/14 2014/15 2015/16
Targets Targets Targets

Municipalities assessed for level 2 accreditation 5 5 5

Municipalities provided with technical assistance for informal 49 49 49

settlementupgrade

Residential units to be completed 132 705 138 540 137 898

Sites serviced 77248 81 883 85 568

Upgrading of informal settlements with access to secure 62752 66 517 69 510

tenure and basic services

Hectares of land prepared for human settlements 2 000 2 000 2 000

development

Loans granted to affordable housing segment 63798 62 344 67 527

On-site sanitation in rural areas 11858 12 296 12 588

q
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CONTINUES...

« Targets and indicators are in line with strategic key programs
developed

* In past years, the Commission had raised concerns that:

e Some targets were not clearly defined and not dresated per
year making it difficult to assess and evaluatetiwaiethey have
been achieved or r

 These have been addressed in 2013/14-2015/16ditrared
APPs

« The Commission is also of the view that indicators and targets set
are credible. Priorities identified are in line with past
recommendations of the Commission
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RECENT COMMISSIOI\I\

RECOMMENDATIONS

« The Commission has in the past made recommendatior
the accreditation of municipalities

* Positive developments include an intention to assign maoy
function to six metros and the Commission has mac
submissio on this propose

— the Commission in principle supports the proposed assignr

1S ON

Si
e a

nent

of the housing function to the six metros as it is consistent with
Its previous recommendations and meets the principles criteria
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RECENT COMMISSIOI\I\

RECOMMENDATIONS

1=underfunding of the full mandate
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The Commission is of the view that there are thieiong issues to be
addressed for this proposed assignment to be sfates

— Provision of agreements between the affected [gawvtiea number of issues
including operational funding, transfer of stafipmitoring, evaluation and
support plan, post assignment;

— Detailed asset register from provine

— Detailed information of housing projects to be sfanred to metros, their
stages, funding allocated, funding already spedtfanding remaining;

— Due diligence done on projects already started;

— Listing and valuation of assets and any liabiliteesd

— Cut off date for these current liabilities to beakved

— _An appropriate baseline be determined in ordewtadaunfunded or
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4 )
RECOMMENDATIONS

 There are challenges that require urgent attention by the DoH$ and
municipalities regarding the USDé&nd RHIG

e The Commission reiterates recommendations contained in its
submissio on the Division of Revenu Bill that:

— There should be a revieof RHIG design with a viewto make
it flexible (where necessary and cost effective, repair jand
maintenance should be considered a priority)
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4 )
RECOMMENDATIONS

— Development of effective monitoring systems forifveation of
housing projects delivered in all provinces by nastent

* This improves the credibility of reporting

— DoHS should strengthen its monitoring and evaluatale not only
In respect of human settlements grants and thdajmwent finance
Institutions but for the entire sector as a whole

— DoHS should make both financial and non-financefgrmance
data on all performance indicators easily accessiblits website

— DoHS should put in place measures to improvemengmctiture
performance of Programs 1, 2 and 3

— The government should make a decision on its mougoon filling
1-n of non-critical vacancies

\ Briefing to the Portfolio Committeeson Human Settlements 27 /
il tJ\1\1I\\I[JN




N
CONCLUDING REMARKS
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* Final report on the housing public hearings to trectuded

 The Commission looks forward on engaging the PCHIS o
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THANK Y Ou.

Financial and Fiscal Commission
Montrose Place (2™ Floor), Bekker Street,
Waterfall Park, Vorna Valley, Midrand,
Private Bag X69, Halfway House 1685
www.ffc.co.za
Tel: +27 11 207 2300
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